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Easier Money Conditions in Japan 


The Japanese monetary situation has eased considerably 
in recent months, and interest rates generally have tended 
downward. This reflects partly the monetary impact of a 
sharply improved foreign payments position and partly 
the large net cash disbursements involved in official pur- 
chases of the bumper food crops of 1955. 

The easier money conditions have been reflected in the 
liquidity position of the banking system. In recent years, 
Japanese banks have operated with very low cash reserves 
(2 per cent of total deposits, or even less) and have been 
heavily indebted to the Bank of Japan. However, such 
indebtedness declined sharply during 1955, particularly in 
the second half. At the end of November, it amounted to 
¥ 62 billion, or only about 20 per cent of the debt a year 
earlier. This redemption of indebtedness has not been 
accompanied by any curtailment of commercial bank 
credit; in the first eleven months of 1955, total loans and 
investments of commercial banks increased by only a 
slightly smaller amount (from ¥ 2,912 billion to ¥ 3,085 
billion, i.e., by ¥ 173 billion) than in the corresponding 
period of 1954 (¥ 165 billion). 

In both Tokyo and Osaka, the outstanding amount of 
call money loans has increased rapidly since the beginning 
of 1955, and in November it was only a little less than 
twice that a year earlier. In both markets, call money 
rates fell from 8.03 per cent in June to 5.84 per cent in 
November. Certain special financial institutions, such as 
the Industrial Bank, Long-Term Credit Bank, Development 
Bank, Peoples’ Finance Corporation, and the Small Busi- 
ness Finance Corporation, have also lowered interest rates 
on their loans. There has, however, been no noticeable 
reduction in rates on commercial bank loans. 

The basic lending rates of the Bank of Japan have, 
until recently, been lower than the call money rates of 


Europe 
Balance Sheet of Bank of France in 1955 


A comparison of the balance sheet of the Bank of France 
of January 6, 1955 and January 6, 1956 (the first balance 
sheet following the end-of-year statement) shows that the 
note circulation—which represents in France between 50 
and 55 per cent of the money supply— increased by about 
12 per cent in 1955, against about 11 per cent in 1954. 

The major change in the assets of the Bank of France 


commercial banks. The Bank of Japan restricted credit 
by applying progressively higher rates to borrowing 
beyond specified limits. Thus in January 1955, when 
the basic rate was 5.84 per cent, the average on all Bank 
of Japan loans was 8.4 per cent. When commercial bank 
indebtedness to the Bank of Japan contracted sharply, this 
weapon became largely ineffective. In August 1955 the 
Bank raised its basic discount rate to 7.3 per cent, and 
eliminated almost all the progressive rates (see this News 
Survey, Vol. VIII, p. 70). At this level, the basic rate is 
higher than commercial bank rates on call money and 
higher than some rates on short-term loans. A recent 
figure for the average rate on all Bank of Japan lending 
is not available, but it is reported that it is about the same 
as the basic rate; this is due in part to the low level of 
penalty rate lending and in part to the lending on export 
bills at rates below the basic rates. 

While the monetary authorities generally welcome the 
downward trend in interest rates, they took measures in 
November 1955 designed to absorb any bank excess 
liquidity. On November 8, the Bank of Japan began the 
sale of seven-year national bonds on the basis of a 6.31 per 
cent yield with an undertaking to repurchase these securi- 
ties before the end of 1955 if the banks so desired. It 
has been reported that the Bank of Japan and the Ministry 
of Finance have agreed in principle that, if such open 
market sales should be found necessary during the first 
quarter of the current year, instruments of short duration 

-less than a year—would be sold. 

Sources: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, November 12, 1955, The Orient- 
al Economist, December 1955, and Bank of 
Japan, Economic Statistics Monthly, December 
1955, Tokyo, Japan. 


was the sharp increase (F 293 billion, equivalent to 
US$837 million) in official monetary reserves, calculated 
as the total of the three items, gold holdings, sight foreign 
exchange assets, and advances to the Stabilization Fund. 
The increase in 1954 had amounted to F 156 billion. The 
increase in monetary reserves exerted a strong influence on 
the monetary situation in 1955, since it contributed to a 
general liquidity of the commercial banks. Because of this 
increased liquidity of the banking system, demands fo: 
rediscounting business and residential construction loans 
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were lower than in the previous year. Yet the amount of 
medium-term loans given by the Bank of France increased 
by another F 95 billion and still represented 47 per cent 
of total Bank of France credit to the economy at the end 
of the year. In 1955 the total of Bank of France credit to 
the economy increased by only F 78 billion, or by some 
» per cent. 

Bank of France credit to the Government declined by 
F 55 billion. The reduction was made possible, despite 
the large budget deficit, by heavy government borrowing 
on the capital market and by the mobilization by the 
Treasury of a substantial amount of balances held by 
the autonomous state agencies (correspondants } , such as 
the state savings banks, the post, telephone, and telegraph 
monopoly, and the postal checking system. 
Source: Le Monde, 


Paris, France, January 15, 1956. 


Netherlands Exchange Control 


As from January 14, 1956, Netherlands residents are 
permitted to purchase foreign securities, or to subscribe to 
the issue of foreign securities, in EPU countries, through 
an authorized broker. The securities acquired must be 
quoted officially in the country where they are purchased 
and be denominated in the currency of an EPU country o1 
in U.S. or Canadian dollars. Purchases must be effected 
by debiting an account which is settled through the EPU 
clearing mechanism. Previously, Netherlands residents 
were required to have a license to purchase securities 
in EPU countries. 

Source: Het Financieele Dagblad, 


lands, January 16, 1956. 


Amsterdam. Nether- 


Norwegian Government Budget for 1956-57 


The Norwegian Government's budget proposal for the 
fiscal year 1956-57 (July 1956-June 1957), presented on 
January 16, shows a surplus of NKr 356 million, which is 
the amount required to meet the contractual amortization 
on the debt. The approved budget for the current fiscal 
year shows a surplus of NKr 312 million, which is equal to 
the contractual amortization. 

The 1956-57 


NKr 4,975 million, an increase of about 8 per cent over 


proposal estimates total revenue at 
fiscal 1955-56; this increase is due in part to the fact that 
taxes will be paid on income earned in the current year, 
whereas in the past they have been paid on income earned 
in the preceding year. The tax on individuals and corpora- 
tions will be eased somewhat. Indirect taxes will yield 
more as a result of increased turnover and certain higher 
taxes on tobacco and gasoline. 

Expenditures reflect the recent increase in civil servants’ 
salaries, which is expected to require an outlay NKr 160 
million larger than in the current budget. The outlay on 


defense will be reduced slightly. 
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When introducing the budget, the Minister of Finance 
stressed that balance of payments considerations would 
continue to influence economic policy in 1956, Assuming 
a continued favorable freight market and demand for 
Norwegian exports, the Government estimates a deficit 
of NKr 320 million (US$45 million) in 1956 for the bal- 
ance of payments on goods and services, compared with 
a deficit of NKr 600-700 million in 1955. The estimate 
assumes that the volume of imports will increase by 3. per 
cent and import prices by | to 2 per cent. 

In discussing the wage and price negotiations scheduled 
for this spring, the Minister of Finance stressed the im- 
portance of avoiding a price-wage spiral. A general in- 
crease in wages and private consumption will lead immedi- 
ately to increased imports and a deterioration in the 
balance of payments. When there is full employment, it 
is an illusion to believe that the standard of living can 
be increased by nominal wage increases alone. Wage 
earners and other groups must be interested in not jeopar- 
dizing the stability which has been achieved. Therefore, 
the Minister continued, it would be logical for the various 
groups taking part in the spring negotiations to show 
marked restraint in their claims in order to avoid develop- 
ments in prices and in the balance of payments which 
will benefit none. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, January 16, 1956. 


Norwegian State Banks 


As in the last two years, the Norwegian Government 
has fixed a ceiling for the current year for loan commit- 
ments by the Norwegian state banks, which finance a 
substantial share of new dwellings and hydroelectric power 
plants. The 1956 ceiling is NKr 532 million (US$74,5 
million), which is NKr 17 million less than in 1955 and 
NKr 400 million less than in 1953, the peak year. Actual 
disbursement of loans is estimated at NKr 620 million, or 
NKr 115 million less than in 1955. 

The state banks finance their lending by borrowing from 
the Treasury. This year the borrowing is estimated at 
NKr 500-550 million, compared with NKr 735 million in 
1955. The Treasury's lending to the state banks is not 
included in the budget; it is financed by selling govern- 
ment bonds (see this News Survey, Vol. VIII, p. 214). 

The committee investigating the state banks has recom- 
mended that the interest rate for loans from the state 
housing banks be increased from 2% per cent to, 34% 
per cent and that certain changes be made in the condi- 
tions for the loans granted. The report of this committee 
is to be reviewed by the interested institutions and organi- 
zations. It has not yet been decided if the report will 
be sent to the Parliament during its spring session. 
Source: Norges Handels og Sjdfartstidende, Oslo, Nor- 

way, January 16, 1956. 
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Regulation of Swedish Note Issue 


The Royal Commission set up in Sweden a few years 
ago to investigate the statutory note-issuing power of the 
Riksbank has recommended the abrogation of the rule 
requiring notes to be redeemed in gold. According to the 
present law the Swedish krona is, in principle, based on 
gold, but since 1931] the Riksdag has passed annual reso- 
lutions granting the Riksbank exemption from the liability 
to redeem notes in gold. The view has been expressed that 
these annual pro forma waivers are likely to undermine 
respect for the lary. 


The Commission’s recommendation does not mean that 
there would be any objection in principle to the Swedish 
currency being associated with any international gold 
standard that may be introduced in the future. The Com- 
mission considers, moreover, that the waiving of the liabil- 
ity to redeem notes ‘in gold increases rather than dimin- 
ishes the responsibility of the Riksbank to maintain the 
value of money, and suggests a constitutional amendment 
which would formally declare this responsibility to be a 
matter of paramount importance. It also recommends that 
the present regulations imposing a maximum on the 
Riksbank’s note-issuing power be abolished, pointing out 
that the issuing of notes is not a measure of monetary 
policy in the true sense, since the quantity of notes in 
circulation adapts itself more or less mechanically to 
everyday public needs and that there are also other means 
of payment. 


Source: Svenska Handelsbanken, /ndex, Stockholm, Swe- 
den, December 1955. 


Swedish Budget for 1956-57 


The Swedish budget for the fiscal year 1956-57 (July 
1956-June 1957) estimates an over-all cash surplus of 
more than SKr 400 million in the current and capital 
budgets. Thus, the Government is not expected to have 
to borrow in 1956-57, and the pressure on the rather 
strained capital market may ease. It is estimated that 
expenditures in the current budget will increase to 
SKr 10,225 million, about 8 per cent more than in 1955-56, 
and that investment appropriations in the capital budget 
will rise by about 2 per cent. However, receipts in the 
current budget are expected to increase by 13 per cent, to 


SKr 11,173 million. 


In submitting the budget, the Minister of Finance re- 
viewed the economic situation in Sweden and stated that 
the domestic situation was dominated by the restrictive 
measures undertaken since the fall of 1954. Although 
the dangers of overexpansion are still present and demand 
the Government's full attention, it is fair to say that in- 
flationary pressures have been weakened. The Minister 
expressed satisfaction with the early introduction of the 


231 


restrictive measures, compared with the measures taken 
by other countries, but he was less satisfied with the 
substantial increase in prices and costs in 1955. The cost 
of living index rose by about 6 per cent and wages and 
salaries probably by about 8-10 per cent. The rise in the 
cost of living index was, in the main, the result of higher 
wages, higher prices for agricultural products, and the 
general increase in interest rates. The Minister also ex- 
pressed disappointment with balance of payments devel- 
opments, which showed a deficit of approximately SKr 300 
million in the goods and services account, although this 
had not led to any decrease in foreign exchange reserves. 


The Minister stated that the restrictive credit policy 
had played a major role in stemming inflationary pres- 
sures in 1955. The main weapon had been the enforce- 
ment of existing liquidity ratios for banks, with the result 
that expansion in bank advances had been stopped, and 
even reversed to some extent. In spite of the results ob- 
tained so far, the prevailing pressures do not permit any 
change in the restrictive policy, its severity, or its goal. 
The Minister stated that an economic policy which works 
exclusively through credit policy has unfavorable effects 
on investments from a long-term point of view, while 
fiscal measures can be applied over a wider field. More- 
over, fiscal measures leave the authorities greater freedom 
in the selection of the kind, as well as the severity, of 
particular restrictive measures. 

In the present economic situation, the Minister found 
that, in drawing up the budget, it was desirable that the 
net effect in real terms should be to reduce total domestic 
demand for resources. At least, the over-all budget should 
be balanced, so that the Government would not have to 
borrow on the capital market. This would ease the 
burden on monetary policy and prepare the way for a 
later return to lower interest rates. 

Source: Svenska Dagbladet, Stockholm, Sweden, Janu- 
ary 11, 1956. 


Tourist Traffic in West Germany 


According to the German Central Office for Tourist 
Traffic, the number of foreigners traveling in West Ger- 
many in 1955 was considerably greater than in the pre- 
ceding year. Foreign exchange expenditure by tourists 
increased by 31 per cent, and is estimated to have 
amounted to DM 731 million. 
group of tourists consisted of Americans, who spent a 
total of approximately 950,000 tourist days in West Ger- 
many ; 


As in 1954, the largest 


tourists from the Netherlands spent 900,000 
tourist days, from Sweden, 600,000, the United Kingdom, 


580,000, and France, 550,000. 


Source: Bulletin des Presses- und Informationsamtes der 


Bundesregierung, Bonn, Germany, December 29, 
1955. 
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Economic Pian of East Germany 


The East German Council of Ministers has confirmed 
the economic plan for 1956, which contemplates produc- 
tion by nationally owned firms of 10 per cent more than 
the 1955 target. Production in general is to be 8.6 per 
cent more than was planned for 1955, increases for the 
Ministries of Heavy Industry, Heavy Engineering, General 
Engineering, Light Industry, and Foodstuffs being esti- 
mated at from 6 per cent to 14 per cent. In agriculture, 
the yield per hectare is to be raised to 26.7 quintals for 
grain, 200 quintals for potatoes, and 325.3 quintals for 
sugarbeets. Production of slaughter cattle, milk, eggs, and 
wool is also to be increased. More industrial goods, of 
greater variety and better quality, are to be made available 
for domestic consumption. An increase of 15 per cent 
is envisaged for the foreign trade turnover. In the social- 
ized sectors of industry, the productivity of labor is to be 
increased by 8.8 per cent. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, De- 
cember 10, 1955. 


Changes in the Yugoslav Exchange System 


Major changes were introduced in the Yugoslav foreign 
exchange system on January 1, 1956. Retention quotas, 
which for merchandise transactions had amounted to an 
average of 10 per cent of export proceeds, and the free 
market for transactions in the retained exchange have 
been abolished. Exporters now have to surrender to the 
National Bank 99 per cent of their foreign exchange earn- 
ings; the remaining | per cent they may use for expenses 
incidental to export transactions or for imports on their 
own account. Foreign trade agents, shipping lines, and 
airlines, etc., can use 20 to 100 per cent of their foreign 
exchange earnings. 

The surrender to the National Bank of Yugoslavia of 
export proceeds will be made at effective rates which are 
the products of settlement rates (the settlement rate for 
the U.S. dollar is 632 dinars, but for most other currencies 
orderly cross rates are not maintained) and of coefficients 
which vary from 0.5 to 3, according to the category of 
exports. Foreign exchange is allocated to groups of im- 
porters at effective rates which are also products of 
settlement rates and of coefficients established for groups 
of imports, and varying from 0.5 to 4. Settlement rates 
were not changed on January 1, 1956, and export and 
import coefficients underwent only slight adjustment. The 
major change was the elimination of the free market for 
retained exchange and the extension of the foreign ex- 
change allocation system. 

A 334% per cent premium to be applied to the official 
rate of exchange was also introduced. This results in an 
effective rate of 400 dinars per U.S. dollar for foreign 
exchange sold in Yugoslavia by tourists and foreign 
representatives. An effective rate of 600 dinars per U.S. 
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dollar continues to be applied to foreign remittances, 
transfers of inheritances, and gifts. 


Sources: Sluzbeni List, Belgrade, Yugoslavia, Decem- 
ber 7 and 31, 1955. 


Greek Gold Imports 


By a decision of the Cabinet, imports into Greece of 


gold in bars, plates, coins, or any other form except 
jewelry have been freed completely from all exchange 


control or customs formalities, and also exempted from 
all customs duties or other taxes levied at the time of 
importation; the importer will not even have to declare 
his import to the monetary authorities. For some years 
there have been no domestic restrictions in Greece on 
gold holding or trading. According to the Bank of 
Greece’s interpretation of the Cabinet decision, gold or 
gold coins may now also be freely dispatched by a bank 
abroad to a bank in Greece for delivery, free of payment, 
to residents in Greece without any formality or declaration 
to the authorities by the intermediary bank. Gold or 
gold coins may also be dispatched by a bank abroad to 
an authorized bank in Greece, to be deposited in safe- 
keeping in the name of the foreign bank; the gold or gold 
coins thus deposited may, upon the order of the depositor 
bank, be delivered in total or in part against a simple 
receipt and without any formality to residents in Greece. 

This policy decision is designed to limit profits from 
arbitrage operations in gold and foreign exchange with 
foreign markets, and thus to lower the domestic drachma 
price of the gold sovereign. During the past two or three 
months, the price of the sovereign in Greece has risen by 
some 5 per cent in response to the internal monetary ex- 
pansion and to increases in gold quotations in free mar- 
kets elsewhere (on January 9, 1956 the price was quoted 
at 325 drachmas, compared with a monthly average rate 
of 309 drachmas in October 1955). It is pointed out, 
however, that, while complete freedom to import gold will 
tend to equalize the black market dollar price of the 
sovereign in Greece with that in other free markets, there 
can be no certainty that the equalization will be effected 
through a lower drachma rate for the sovereign in Greece; 
it might be achieved as well through higher black market 
quotations for hard currencies, particularly for the U.S. 
dollar, which is the chief currency used in these arbitrage 
operations. Recent developments in the Greek gold market 
seem to confirm this view. On January 9, the drachma 
rate of the sovereign was Dr 325, and the sovereign rate in 
terms of black market U.S. notes was $10.60; this was 
$0.50 above the rates in Paris and Milan (compared with 
a discrepancy of some $0.30 in October 1955). On 
January 16, a few days after the announcement of the 
Cabinet’s decision, the dollar price of the sovereign in 
Athens declined to $10.30, a price which exceeded similar 
quotations in Paris and Milan by only some $0.20 or $0.30. 





Nt a AN ag a 


INTERNATIONAL FinaANcIAL News Survey, January 27, 1956 


The narrowing of the margin between these quotations 
was achieved chiefly through higher black market quota- 
tions for the U.S. dollar notes—which increased from 
Dr 30.70 per U.S. dollar (premium 2 per cent) on Janu- 
ary 9 to Dr 31.20 (premium 4 per cent) on January 16— 
and not primarily through a lower drachma price of the 
sovereign in Athens (which fell by only Dr 2.50, to 
Dr 322.50). The drachma rate of the sovereign in Athens 
is reported to have risen further, to Dr 327, on January 24. 
Sources: Oikonomikos Tahidromos, January 12 and 19. 
1956, and Naftemboriki, January 16, 17, and 23, 
1956, Athens, Greece; The Financial Times, Lon- 
don, England, January 13, 1956. 


Middle East 
Middle East Oil Production 


Crude oil production in the Middle East in 1955 
amounted to 162 million tons. Kuwait ranked first with 
production of 55 million tons; Saudi Arabia produced 
47 million tons, Iraq 34 million tons, and Iran 16 million 
tons. 


Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 


ary 4, 1956. 


U.K. Aid to Jordan 


As a result of recent financial talks between the U.K. 
and Jordan Governments, the U.K. Government has agreed 
to extend a loan of £2.25 million to finance part of 
Jordan’s economic development program during the fiscal 
year 1956-57 (beginning April 1) and a grant of £1.1 
million to cover the expected deficit in Jordan’s 1956-57 
budget. A U.K. loan for economic development in the 
current fiscal year amounted to £1.75 million, and the 
grant for covering the budget deficit was £0.75 million. 
The U.K. Government has also agreed to extend to Jordan 
a grant of about £9.5 million to cover military expenditure 
for the coming fiscal year, compared with £7.5 million in 
the current year. 

Sources: Le Commerce du Levant, Beirut, Lebanon, Janu- 
ary 4 and 11, 1956; The Economist, London, 
England, January 14, 1956. 


Establishment of a Central Bank in Syria 


The Syrian Government has requested the National 
Bank of Belgium to send a mission to organize the es- 
tablishment of a central bank in Syria. The statutes of 
the proposed institution have been prepared by a Belgian 
expert. The Belgian mission will be headed by Mr. 
Baudewyns, Vice Governor of the National Bank of 
Belgium. 

Source: Le Commerce du Levant, Beirut, Lebanon, De 
cember 28, 1955. 


Iranian Exchange Rate 


The Iranian Minister of Finance has circulated a notice 
to all government departments requesting them to draw 
up their estimates for the 1956-57 budget on the basis of 
the commercial rate of exchange of Rls 76.50 per U.S. 
dollar, and not, as hitherto, at the official rate of Ris 32.50 
per dollar. Since the revaluation of the commercial rate 
for the rial in February 1955 (see this News Survey, 
Vol. VII, p. 320), the official rate has virtually ceased to 
be applied in foreign exchange dealings, and the Govern- 
ment has made up the difference whenever the Bank 


Melli Iran has sold foreign exchange at a lower rate than 
Rls 76.50 per dollar. 


Source: L’Echo de la Bourse, Brussels, Belgium, Decem- 
ber 6, 1955. 


Far East 


Tax Relief for Foreign Technicians in India 


The Government of India has announced that foreign 
technicians employed in India may in future claim exemp- 
tion from income tax, provided that they have not resided 
in India within four years prior to the financial year in 
which they arrive for their technical employment, and 
are employed in a capacity requiring the exercise of 
specialized knowledge of industrial science and practice. 
(See also this News Survey, Vol. VIII, p. 218.) Techni- 
cians intending to take up employment in India are re- 
quested to submit contracts for offivial approval which, 
if granted, will entitle them to income tax exemption for 


the fiscal year during which they arrive in India and the 


following two years. Those failing to obtain this ap- 


proval are entitled to limited privileges, i.e., exemption 
from income tax for the first two fiscal years if during 
these two years taken together their residence or physical 
presence in India does not exceed 365 days, or for one 
year if residence is longer. 

The Governments of India and the United Kingdom 
have agreed in principle on the avoidance of double 
taxation in respect of estate duty. Agreement has also been 
reached for the renewal of the present double taxation 
arrangements in respect of income tax. 

Sources: The Times, London, England, January 17, 1956: 
Embassy of India, /ndiagram, Washington, 
D. C., January 18, 1956. 


Ceylon’s State Mortgage Bank Debentures 


An issue of debentures under the Ceylon State Mortgage 
Bank Ordinance, amounting to Rs 7 million (US$1.5 mil- 
li mm). was opened and closed on the mornine of \ vem- 
ber 1, 1955, with a total subscription of Rs 17.8 million 


Applications under Rs | million were allotted i) ley 
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applications for larger amounts were allotted approxi- 

mately 20 per cent. The issue carries interest at 3 per cent 

per annum and is repayable at par between November 1, 

1965 and November 1, 1968. 

Source: Central Bank of Ceylon, Bulletin, Colombo, Cey- 
lon. November 1955. 


ICA Aid Program for Korea 


According to the Korean Ministry of Reconstruction, 
the Combined Economic Board Committee of Over-all 
Requirements has agreed on all parts of the ICA program 
for the fiscal year 1956, the funds for which have been 
increased to US$302 million. This total includes US$272 
million for economic aid, $25 million in supplementary 
funds to import salable goods, and $5 million for techni- 
cal assistance. The Committee proposes to allocate $91 
million for investment goods and $206 million for salable 


commodities. 


Funds newly earmarked for salable imports, totaling 
$05.1 million, would be released to businessmen through 
the commercial procurement procedure at the Bank of 
Korea to raise counterpart funds. The procedure pro- 
vides that aid dollars be made available on a first come, 
first served basis to anyone who can deposit with the 
Bank hwan equivalent to 80 per cent of the ICA funds 
for which he applies. Previously, ICA dollars were usually 
allocated to applicants whose proposed use of dollars had 
been approved. 

Source: The Korean Republic, 


1956. 


Seoul. Korea, January 5. 


Japanese Payments Situation 


Japan’s foreign exchange receipts during 1955 ex- 
ceeded payments by $494 million; the excess in 1954 was 
$100 million. Of the total surplus in 1955, $106 million 
was provided by merchaudise trade and $388 million by 
other foreign transactions. 

Japan’s exports during 1955 amounted to $1,954 mil- 
lion, 27 per cent more than in 1954 and the highest since 
the end of the war. The principal increases were in 
exports of iron and steel goods to Argentina and of vessels 
to Liberia, Panama, and the United States. Restrictions 
on exports to Indonesia, especially of textiles, were mainly 
responsible for a drop of $72 million in total exports to 
the open account area. 

Import payments in 1955, at $1,848 million, were $114 
million less than in 1954. This reflects, in part, the in- 
creased use of the credit facilities provided by usance bills, 
but it was also due te savings in payments on food im- 
ports made possible by the improved domestic food supply 
situation and the sale of U.S. surplus agricultural products 
in Japan for domestic currency. On the other hand, im- 
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ports of scrap iron, crude rubber, raw wool, petroleum, 
and iron ore increased substantially. 


The dollar payments position improved, with a surplus 
of $360 million against a deficit of $92 million in 1954, 
However, nontrade items were exclusively responsible for 
this surplus, trade transactions still being in deficit. The 
sterling and open account payments positions deteriorated 
somewhat. 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japaii, January 14, 1956. 


Philippine Exchange Allocation 


The Central Bank of the Philippines has announced a 
foreign exchange allocation of $92.7 million for the first 
quarter of 1956. Allocations in 1955 were $249 million 
for the first, and $203 million for the second, half of the 
year. The principal reduction in the 1956 allocation is in 
respect of nonessential consumer items. 


Sources: Philippine American Chamber of Commerce, 
Weekly Bulletin, January 6, 1956, and The Jour- 
nal of Commerce, January 17, 1956, New York, 


Pie. 


Philippine Barter Trade 


The total value of barter trade contracts approved by 
the Philippine authorities exceeded P 10 million (US$5 
million) as of December 24, 1955, i.e., in a period of less 
than two months since the approval of such contracts was 
authorized by law. Of this amount, 52 per cent was for 
the importation of nonessential items, such as certain types 
of food and cloth. Essential items imported consisted of 
galvanized iron roofing sheets, machinery, and tractors. 
On the export side, wood products accounted for about 
P 5 million, manganese and chrome for P 2.4 million, and 
sugar for P 2.3 million. No barter permits were issued 
for copra and abaca since output of these products did not 
reach the average volume of the past five years; unless 
this condition is fulfilled, barter permits for major export 
products are not granted. The principal partners in this 
trade were Japan (P 4.5 million), Hong Kong (P 3.1 mil- 
lion), and the United States (P 2.5 million). 


Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., January 19, 1956. 


United States and Canada 


Price Developments in the United States 


U.S. wholesale prices have been rising slowly during the 
past several months, owing to strength in nonfarm and 
nonfood prices. Between mid-1954 and early 1955, de- 
clines in farm and food prices were large enough to offset 
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the slow rise in industrial prices. Since May, however, 
nonfarm price increases have more than offset intensified 
declines in food and farm product prices, and the aggre- 
gate index has risen slightly more than | per cent. 


Strong upward price movements in machinery, metal, 
and rubber, and their combined weight in the total index 
(one third), have been largely responsible for the increase 
in the aggregate index. The important part played by rising 
durable goods production, especially automobiles, and by 
construction activity, is apparent from the pattern of price 
movements. Some of the sharpest increases have occurred 
in commodities identified with these manufacturing sec- 
tors, either as products or as materials used. Examples are 
scrap steel, copper, and rubber. An external factor in 
domestic price rises for these and other raw materials has 
been the price pressures exerted by exceptional European 
demand upon limited stocks. 


Price developments have also reflected the leads and 
lags in the structure of production. Upward movements 
in raw materials (crude rubber, steel scrap, and fuel oil) 
began early in 1954 and accompanied the early stages of 
the general business recovery later in the year. Prices of 
semiprocessed goods, like metal products, did not rise until 
early 1955, while finished product prices began to rise in 
late summer. Raw material prices typically rise faster and 
higher than those of goods further along the commodity 
pipeline. The former are easily traded in organized open 
markets, and buyers and sellers are so numerous that 
neither group has effective control over prices. Processed 
and finished goods, on the other hand, are commonly 
traded at “administered” prices, and a tendency to absorb 
costs limits price increases. 

The price increases of the last six months indicate that 
the pace of business expansion has approached capacity in 
many sectors of the economy. The firming of money rates, 
the recent slowdown in residential construction, and the 
likelihood of reduced automobile purchases, however, fur- 
nish evidence that market demand may be entering a phase 
where it will press less hard upon productive capacity. 
Source: Federal Reserve Bank of Chicago, Business Con- 

ditions, Chicago, Illinois, January 1956. 


Relaxation of U.S. Housing Credit 


Terms of U.S. Government insured and guaranteed 
housing mortgages were relaxed on January 17. The Vet- 
erans Administration and the Federal Housing Adminis- 
tration announced an extension from 25 years to 30 years 
of maturities on mortgages guaranteed and insured by 
them. (In order to restrict the pace of housing construc- 
tion, these maturities were shortened from 30 years to 25 
years last July; see this News Survey, Vol. VIII, p. 47.) 
The latest action was taken as a result of the recent decline 
in new housing starts. These starts declined more than 
seasonally from September to December and, for the latter 


month, were at an annual rate (seasonally adjusted) below 
1.2 million units, the minimum housing goal of the 
Government for 1956. 


Source: The Wall Street Journal, New York. \. Y.. Janu- 
ary 18, 1956. 


U.S. Steel Industry Expansion 


Over the next three years U.S. steel companies expect 
to add 15 million tons to their present productive capacity 
of 128 million tons, an increase of 12 per cent. The cost 
of this expansion will be $3 billion, of which $1.2 billion 
will be spent in 1956. The projected expansion is the 
largest for any similar peacetime period. The announce- 
ment followed a survey of company plans by the American 
Iron and Steel Institute. 

Source: The Wall Street Journal, New York, N. Y., Jan- 
uary 17, 1956. 


Canadian Credit Policy Development 


According to a speech by Mr. James Muir, Chairman of 
the Royal Bank of Canada, the Bank of Canada has re- 
cently required the chartered banks to establish a second 
line of reserves in day-to-day loans and Treasury bills 
which, together with the present statutory cash reserve of 
8 per cent, will bring total reserves to 15 per cent by May 
1956. In a press comment, Professor E. P. Neufeld of the 
University of Toronto states that it seems likely that the 
requirement—which is based on moral suasion rather 
than statutory authority—is designed to give the Bank of 
Canada additional control over chartered bank lending 
The chartered 
banks will need to buy about Can$200 million of Treasury 
bills by May, which is likely to involve the sale of short- 


term and medium-term bonds and some contraction of 


and to lessen bond market fluctuations. 


loans (now undergoing a seasonal decline) , since the Bank 
of Canada is unlikely to increase its own assets in orde1 
to facilitate the purchase of these bills. In recent months, 
the chartered banks have tended to react to a restriction of 
credit by the Bank of Canada by selling government se- 
curities in order to expand their loans. To the extent that 
the new arrangements force the chartered banks to hold 
a rigid proportion of their assets in Treasury bills, the 
shift from securities to loans, with its repercussions on the 


bond market, will be impractical, and central bank credit 


policy will become effective more promptly. The principal 


criticisms of the measure (apart from its effects in forcing 
all banks to hold a similar structure of reserves regardless 
of their differing types of assets and liabilities) are that 
its effects will be exhausted once the new 15 per cent 
ratio has been achieved, and that to the extent that the 
banks still hold surplus securities they will be able to 
continue the switching of assets. 

Source: The Financial Post, Toronto, Canada, January 21. 

1956. 





Latin America 


Security Issues by Mexico's Nacional Financiera 


It has been anounced in Mexico that Nacional Finan- 
ciera expects to issue new securities that will carry no 
repurchase guarantee. The repurchase clause was de- 
signed to increase the attractiveness of official securities, 
but instead of becoming long-term outlets for personal 
savings they have been used primarily as short-term liquid 
assets. The public thus became used to fixed interest- 
bearing securities of official or semiofficial bodies with a 


repurchase guarantee and tended to ignore securities of 


private enterprise that carried no repurchase guarantee. 
The financial authorities of Mexico feel that the investing 


public has now become sufficiently educated in the ways 


of investment to let the capital market operate without 

the repurchase prop. 

Source: Banco Nacional de México, Examen de la Situ- 
acion Economica de México, México, D. F.. De- 
cember 15, 1955. 


Uruguay As an International Financial Center 


The significance of Uruguay as a center for inter- 
national capital transactions has tended to increase as 
foreign exchange controls have been intensified in neigh- 
boring countries. The establishment of a free market for 
capital transactions in Argentina has not yet had the effect 
that might have been expected upon the volume of trans- 
actions in Montevideo, as there is still a strong preference 
in Argentina for carrying out financial operations via 
Montevideo, where anonymity is ensured. Foreign in- 
vestments are, however, rarely made in Uruguayan in- 
dustry or agriculture. The peso free market rate, which 
had deteriorated from Ur$2.70 per U.S. dollar in De- 
cember 1952 to Ur$3.05 in December 1953 and Ur$3.32 
in December 1954, fell further to Ur$3.90 in December 
1955. Foreign capital usually passes through Montevideo 
via currency accounts with Uruguayan banks in the coun- 
tries of the currencies concerned, mainly in dollar assets. 
These accounts are much in demand in Uruguay, and the 
downward trend of interest rates applicable to them 
suggests that the dollar supply for this purpose is con- 
siderable. Several Uruguayan banks have adopted the 
practice of making withdrawals available not only in 
dollar checks but also in dollar notes. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, De- 


cember 22. 1955. 


Other Countries 


Australian Overseas Trade 


Australian imports in December, at £A 63.3 million, 


were £A 10.3 million below those of November and about 
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10 per cent below the monthly average for 1954-55. This 
decrease is ascribed in part to the impact of import re- 
strictions imposed in April 1955; the further increase in 
import restrictions that became effective in October 1955 
has not had time as yet to make itself felt (see this News 
Survey, Vol. VII, p. 300 and Vol. VIII, p. 124). 

Since December exports (including gold) were £A 73.4 
million, there was a surplus of £A 10.1 million for the 
month. For the six months ended December, exports 
amounted to £A 389.4 million and imports to £A 413.4 
million, compared with £A 362.8 million and £A 391.8 
million, respectively, in the corresponding six months of 
1954. As a result, the trade deficit in the six-month period 
to December 1955 amounted to £A 24.0 million, against 
£A 29.0 million in the same period a year earlier. 
Source: Australian Financial Review, Sydney, Australia, 


January 12, 1956. 


Corrigenda 


Vol. VIII, No. 16, October 14, 1955, page 129, item, 
“Israel's Import Policy”: This item reported incorrectly 
the modification of Israeli policy which came into force 
early in October in respect of cash deposits required in 
connection with imports. Since May 11, 1955, the author- 
ized banks in Israel have been required to obtain a deposit 
of not less than 25 per cent from importers before opening 
documentary credits for goods being purchased on credit. 
Effective October 2, 1955, this 25 per cent deposit require- 
ment was extended to documentary credits not being paid 
for until they were utilized, and 100 per cent deposits were 
then required for documentary credits covering goods 
for which the authorities had endorsed the import license 
“cash allocation.” 


Vol. VIII, No. 28, January 20, 1956, page 225, item, 
“Greek Banking System”: The second sentence should 
read, “Mr. D. Galanis, formerly Director General of the 
Economic Development Financing Organization, has been 
appointed Deputy Governor of the Bank of Greece.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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